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For  release  at  noon,  April  12,  1984 
VERBA  BUENA  GARDENS  AGREEMENT 


A  historic  step  has  been  reached  in  the  development  of  the  $1  billion 
Verba  Buena  Gardens,  the  San  Francisco  Redevelopment  Agency  reported  today. 

Wilbur  W.  Hamilton,  Agency  Executive  Director,  who  led  the  negotiations, 
told  a  luncheon  of  750  civic  leaders  at  the  St.  Francis  Hotel  that  agreement 
basic  business  terms  has  been  reached  by  him  and  his  staff  and  the  world-class 
development  team  of  O&V  Equity  Corp.,  a  wholly  owned  New  York  subs^idiary  of 
Olyir.pia  &  York  Devel ooments ,  Ltd.,  of  Toronto;  the  Marriott  Corporation  cf 
Washington,  D.C.;  and  local  architect  and  businesswoman,  Beverly  Willis.  'I'he 
Rouse  Company  of  Columbia,  Maryland  will  operate  anc  manage  ihe  retail  corf' on 
of  the  development.    Approval  by  the  Redevelopment  Agency  Commission,  following 
a  public  review,  will  be  necessary  before  the  documents  are  signed  and  the  deal 
is  consummated.    Certain  Board  of  Supervisor  approvals  are  also  needed. 

"This  is  the  largest  and  most  complex  business  transaction  and  planned 
building  program  in  the  city's  history,"  Hamilton  said,  noting  that  it  took  a 
little  more  than  two  years  of  intensive  economic  negotiations  to  achieve. 

"But  the  investment  in  time  and  effort  has  been  worth  it",  he  added.  "The 
deal  will  provide  a  substantial  financial  benefit  for  San  Francisco  and  will 
produce  a  special  place  for  San  Franciscans  in  the  heart  cf  the  Downtown." 

Hamilton  said  tne  Developer  will  develop  major  office  buildings  and  a 
Marriott  convention  notel  and  housing,  retail,  amusement,  recreational  and  ente*"- 
tainment  uses.    From  purchase  values,  the  Agency  will  provide  for  the  construction 
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of  Gardens  and  cultural  facilities.    Lease  and  participation  revenues  and  a  con- 
tinuing Developer  open  space  contribution  will  provide  for  the  ongoing  operations 
and  rnaintenance  of  the  Gardens  open  space  and  cultural  facilities. 

Although  Verba  Buena  Center  currently  has  over  a  thousand  units  of  low-  ana 
moderate- income  housing  completed  and  under  construction,  and  several  hundred  more 
planned,  $5  million  of  total  project  funds  will  be  made  available  for  housing  in 
the  South  of  Market  area. 

"And  the  financial  benefit  for  the  city  can  be  even  much,  much  greater," 
Hamilton  said,  noting  that  "the  more  successful  Verba  Buena  Gardens  is  for  the 
Developer,  the  more  revenues  will  accrue  to  San  Francisco." 

Moreover,  the  city's  annual  participation  in  the  Developers'  revenues  in 
future  years  will  be  available  for  use  in  meeting  objectives  of  the  city. 

These  participation  revenues  from  the  office  buildings  and  the  hotel,  retail  and  other 
retail  lease  revenues  could  be  as  much  as  S3  million  annually  ccmrnencing  in  the 
year  2000,  over  and  above  security,  operation  and  maintenance  expenses,  and  could 
be  $15  million  or  more  annually  by  2020. 

Other  major  direct  project  benefits  for  the  city  upon  and  after  construction 
are  estimated  to  include  in  1990: 

0     $8  million  in  property  taxes  annually 

0     52  million  annually  in  sales  taxes 

0     S7  million  in  hotel  taxes  annually 

0     $2  million  annually  in  payroll  taxes  (new  jobs) 

0     2,000  construction  jobs 

0     4,500  new  permanent  jobs 

The  total  development  will  cover  24  acres  on  three  blocks  and  a  portion  of  a 
fourth  block--that  portion  being  along  the  east  side  of  Third  Street,  between  Mission 
and  Howard. 

-2- 


MORE 


One  of  the  world's  largest  mixed-use  developments,  Verba  Buena  Gardens  will 
contain: 

0     A  1 ,500-room  Marriott  convention  hotel 

0     A  750,000-square-foot  office  building  on  Market  Street,  and  a  500,000-square- 
foot  office  building  at  Mission  and  Third  Street 

All  of  this  will  be  set  amid  gardens,  fountains,  open  space  and  plazas.  Ooen 
space  will  dominate  the  ambitious  development. 

"The  cultural  component,  with  100,000  square  feet  of  facilities,  including  a 
600-seat  performing  arts  theatre  and  art  gallery,  is  a  major  public  benefit",  Hamilton 
said. 

In  the  block  fronting  on  Market  Street,  St.  Patrick's  Church  and  the  Jessie  Street 
Substation  will  be  preserved--joined  by  the  hotel,  a  750 ,000-square-root  office  build- 
ing, 40  condominiums,  specialty  shopping  and  dining  uses  will  be  located  throughout 
the  block,  all  in  a  setting  of  open  space  plazas  and  the  galleria.    The  ether  office 
building  of  500,000  square  feet  will  be  built  east  of  Third  Street,  along  with  300 
to  500  residential  units. 

On  the  key  second  block  between  Mission  and  Howard,  there  will  be  60  percent 
open  space  and  concentrated  cultural,  amusement,  recreation,  entertainment,  and 
retail  uses,  all  atop  a  below-grade  1,250-car  garage,  and  the  below-grade  hotel 
meeting  rooms. 

On  the  third  block  between  Howard  and  Folsom,  atop  the  Convention  Center,  there 
will  be  30  to  40  percent  open  space,  amusement,  recreation,  entertainment,  and 
retail  uses  occupying  the  remaining  area  along  with  Convention  Center  meeting  rooms. 

Groundbreaking  for  the  Marriott  Hotel  building,  fronting  on  Market  Street,  is 
expected  to  occur  later  this  year  with  completion  of  the  first  three  blocks  of  develoD- 
ment  expected  five  yea'^s  later,  according  to  Hamilton. 

"This  is  the  long-awaited  moment  when  a  civic  dream  begins  turning  into  reality," 
said  Hamilton.    "We  are  now  assured  that  San  Francisco  will  have  one  of  the  most 
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exciting,  inviting  and  usable  dov/ntov/n  centers  in  the  world." 

"As  long  as  most  of  us  can  remember,  the  heartland  of  Yerba  Buena  has  been  a 
promise.    Now  that  promise  wi''l  be  kept." 

Following  a  number  of  public  meetings,  the  Redevelopment  Agency  selected  the 
O&Y/Marriott/Wil 1  is  team  from  among  ten  competing  development  teams  in  November, 
1980,  based  in  part  on  -its  "exceptional  creativity  and  excellence." 

The  Developers'  Esplanade  design  was  chosen  as  the  preferred  concept  a  year 
later,  following  further  public  presentations.    Negotiations  on  business  terTis  began 
shortly  thereafter. 

The  detailed  terms  and  the  development  program  will  be  explained  in  complete 
detail  to  the  public  over  the  next  several  weeks,  and  probably  will  be  heard  and 
acted  upon  by  the  Redevelopment  Agency  Commission  no  later  than  mid-June. 

The  Redevelopment  Agency  Commissioners  have  been  kept  informed  of  the  ongoing 
negotiations.  Melvin  D.  Lee,  Agency  Commission  President,  said,  "As  a  Commission, 
we  can  examine  what  the  staff  has  negotiated,  hear  the  public's  voice  and  consider 
the  transaction.  We  will  listen  carefully  and  consider  carefully.  Vie  will  insist 
on  the  best  and  we  will  not  be  satisfied  until  we  get  the  best." 

In  addition  to  Hamilton,  those  in  the  Redevelopment  Agency's  core  negotiating 
team  day-to-day  basis  include:    Redmond  P.  Kernan,  Senior  Deputy  Executive  Director; 
Leo  E.  Borregard,  Agency  General  Counsel;  Joseph  E.  Coomes,  Jr.,  of  tne  law  firm  of 
McDonough,  Holland  &  Allen,  an  attorney  experienced  in  more  than  20  downtown  redevelop- 
ment projects  throughout  the  West  on  both  the  public  and  private  side;  and  Michael 
Marston  of  the  nationally  recognized  Keyser  Marston  Associates,  Inc.,  real  estate 
and  economic  consultants.    Helen  L.  Sause,  Project  Director  for  Yerba  Buena  Center, 
participated  in  negotiations  and  coordinated  staff  and  consultant  support.    Harold  E. 
Bell,  Deputy  Director  for  Finance,  provided  essential  financial  analysis  to  the  team. 
Edward  R.  Steefel ,  an  attorney  with  the  law  firm  of  Steefel ,  Levitt  and  Weiss, 
specialists  in  large  complex  real  estate  deals  and  financing  also  assisted  in  the 
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negotiations  and  prepared  the  basic  documents.    Dianne  Mi  liner  of  the  law  firm  of 
Mi  liner  and  McGee,  and  Michael  Lee  of  the  law  firm  of  Lee  and  Hui,  assisted  in 
document  preparation. 

Brooks  Walker,  a  prominent  San  Francisco  businessman  and  Chairman       the  Board 
of  United  States  Leasing,  played  a  significant  role  as  an  unpaid  advisor,  Wallace 
Wortman,  the  City's  Director  of  Property,  also  played  a  significant  role  as  an 
advisor. 
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